I LLINO S GAM NG BOARD MEETI NG M NUTES
April 12, 1990

Room A-1

Wlliam G Stratton Building

Springfield, Illinois

Present: Wl liamJ. Kunkle, Chairnan; Board Menbers: Raynond Niepert,
J. Thomas Johnson, W/IIiam Jack Chanblin, and Robert G bson

Al so Present: Senat or Denny Jacobs; Senator Kenneth Hall; Representative
Joel Brunsvol d; Bob Steere, Tenporary Counsel and Secretary of the Board; Roger
Sweet, Director, Illinois Department of Revenue ("IDOR'); Kevin Johnson, |DOR

Ellen Lewis, |IDOR prospective |licensees; nedia and the general public

The neeting was called to order at 9:40 a.m by Chairman Kunkle, with all Board
nmenbers present. The Chairman noted the presence of Senators Denny Jacobs and
Kenneth Hall; Representative Joel Brunsvold; and Director Roger Sweet and Kevin
Johnson of the | DOR

The first order of business was the approval of the minutes fromthe previous
neeting. The minutes were unani nously approved as presented.

Chai rman Kunkle then called for the presentation of conments by potenti al

i censees concerning the Riverboat Ganbling Act ("Act") and the Board's rules
and regul ations. All persons who had comuni cated with the I DOR or the Board
expressing interest in licenses had been invited to attend the neeting to offer
their coments. Chairnan Kunkle nmade clear for the record that the nmeeting and
the Board's request for comments by potential |icensees was not part of the
application process for granting ownership |icenses.

Chai rman Kunkle read the list of names attached as Exhibit A of those persons
who had inforned the Board of their desire to offer comments, and requested that
any other persons who wi shed to offer coments informthe Board's staff during
the first break.

The first person called by Chairnman Kunkle was Ral ph W Heni nger, an attorney
representing M. J. Junmer. Wth M. Heninger were Mayors Mark Schw ebert of
Rock Island, Allen McCaulley of Mdline and Chal ner "Chuck" Enmmendorfer of East
Moline. A joint witten presentation fromthe Quad Cities was offered to the
Board. Mayor Schwi ebert offered the foll owi ng cormments:

* A major concern is the need for an expedited |icensing process. The
Act was pronpted by conpetition fromlowa, and tine is of the essence. Since
gam ng boats can take from 10 to 12 nonths to construct, the Quad Cities could
be out of the water for the 1991 gaming season if |icenses are not issued in the
near future.

* Rock Island and Juner's Boat Wbrks have a project ready to be
licensed. The boat design is well under way, but they do not want to let the
contract for construction until a license is approved by the Board.

* Rock Island has experienced a revitalization inspired by the
possibilities of riverboat ganbling. The Board is urged to establish an
expedi ted |icensing process.



Chai rman Kunkl e stated that the Act authorizes applications to be received until
July 1, 1990, and fairness requires that no licenses be approved before then

In addition, Chairman Kunkl e expressed concern about an expedited |icensing
process based on New Jersey's experience with Resorts International. There,
extensive litigation resulted fromthe grant of a tenporary license to Resorts
International followed by the denial of a pernmanent |icense.

Mayor Allen MCaulley of Mline spoke next, offering the follow ng comrents:

* Touri smis expandi ng and ot her devel opments are occurring in the
Mol i ne area. Riverboat ganbling will conplenment these devel oprments.

* He di scussed Joe Schadler's significant investnment in the
devel opnent of the river front in Mline, and stated that Mline supports M.
Schadl er's interest in riverboat ganbling.

* It woul d be hel pful for the Board to offer sone sort of prelimnary
sign of approval in order to expedite matters.

M. Heni nger spoke next, presenting to the Board and di scussi ng a not ebook
entitled "Prelinmnary Application" concerning M. Jumer's Peoria and Rock |sland
proposals. M. Heninger offered further coments:

* He di scussed the devel opnent of the river front in the Quad G ties,
and stated that riverboat ganbling offers a great opportunity for the area.

* They hoped to see a riverboat in operation by the end of this year
Expedited licensing is critical to getting a riverboat in the water in 1991.

* It is necessary for the Board to determine its goals. The
| egi sl ature had nmandated the Board's goal to be having riverboat ganbling in
operation by January 1, 1991

* A devel oper needs lead tinme of at least 9 nmonths to construct a
riverboat, and would want sone sort of prelininary approval before starting
construction. He discussed a variety of requirenents upon which prelimnary
approval could be based, and expl ained how M. Junmer net all of these
requirenents.

* Contracts with Rock Island and Peoria give M. Jumer exclusive
rights to develop the river fronts there. Therefore, there would be no |icensee
conpetition with M. Jumer for those |ocations.

* Construction of a river boat should start no later than May 15, 1990
in order to get a river boat in operation by the spring of 1991. M. Juner is
prepared to go forward as soon as a prelimnary letter of intent fromthe Board
is received.

The next speaker called by the Board was Joe Schadler. M. Schadler presented
to the Board and di scussed witten naterials concerning the proposed expansion
of his current riverboat operations in Mline to include riverboat ganbling.
M. Schadl er further stated that his proposed devel opnent would | ead to other
devel opnent by Ken Hendri cks.

The next speaker called by the Board was Di ck Bal dwi n, who spoke on behal f of
Ken Hendricks. M. Baldwin presented to the Board and di scussed witten



materials concerning M. Hendricks' proposed | and based devel opnent in Mdline.
M. Baldwin offered the foll owi ng additional conments:

* Mol i ne has endorsed M. Hendrick's proposed devel opnent. Land based
devel opnent is critical to a riverboat ganbling operation

* Bef ore nmovi ng ahead, it is inmportant that an econonic inpact study
be done regarding the areas along the Mssissippi and Illinois Rivers, because
many cities will be conpeting for the same tourist dollars.

The next person who addressed the Board was Quinton Davis, Assistant City
Manager of Peoria. He discussed M. Juner's proposed operation in Peoria, and
the materials subnmtted to the Board concerning that operation. He encouraged
the Board to establish an expedited licensing process because Peoria and M.
Juner have fully devel oped their proposal and are ready to proceed.

Mayor Schwi ebert of Rock |sland agai n addressed the Board, providing the
foll owi ng comrent s:

* The Board shoul d bal ance the perceived need to wait until after July
1, 1990 before approving licenses against the econom c inplications of delaying
license approvals for that long, for Illinois would |ose its econoni c edge over
| owa.

* The Act could be reasonably interpreted to allow the issuance of
prelinmnary licenses. The concerns raised by Chairman Kunkle with respect to
the New Jersey experience with prelimnary |icenses could be addressed by
requiring that thorough and conprehensive information be subnitted by an
applicant prior to issuance of a prelimnary license.

* Detailed i nformati on about the M. Juner's project has been
submtted to the Board. The participants in that project would be willing to
provide to the Board any additional information which it desires.

* The Board should not issue nore that 5 prelimnary |icenses.

Chai rman Kunkl e comrented that the Board is concerned about the position it
woul d put itself inif it offers prelimnary approval to nore than 5 applicants,
or to the first five applicants. This procedure could result in an unfair
licensing process and litigation

Mayor Schwi ebert responded, stating that if there were nore than 5 qualified
applicants, the first 5 having been granted prelininary approval, then the 6th
applicant would have to wait until the follow ng year

M. Heninger further responded, stating that with respect to Rock Island and
Peoria, M. Jumer has reached exclusive agreenents with each city and is
prepared to proceed. Therefore, there are no other applicants who could apply
for licenses at those sites.

M. Johnson asked the three mayors fromthe Quad Cities area whether any
projections or studies had been made as to the financial benefits to be received
in their area fromthe various proposed riverboat ganbling projects.

Mayor Schwei bert responded, stating:



* At this point there is a consensus in the Quad Cities that support
should go to M. Juner with respect to the Rock Island site, and to M. Schadl er
with respect to the Mline site.

* It is premature to say what the saturation point mght be for
riverboat ganbling operations. Such nmatters as the limtation of available
wat erfronts woul d bear on the issue.

M. Heninger further responded, stating that Illinois |ocations have an

advant age over lowa | ocations because the Illinois bill is nore favorable than
the lowa bill, and therefore there is a nore favorable economic climate in
I11inois.

M. Johnson asked whet her geography would be a limtation on the economc
viability of riverboat ganbling projects.

Mayor Schwi ebert responded, stating that where projects are proposed on both
sides of the river, as with Davenport and Rock Island, it could be very costly
tolllinois if the lowa side has a license and the Illinois side does not.

Mayor McCaul | ey responded, stating that he too felt that it was too early to
determ ne the saturation point for riverboat ganbling. The proposed devel oprment
inthe Quad Cities area is intended to be a positive devel opnent, one that will
i mprove the comunity and the infrastructure

M. Johnson asked whet her there had been discussions with such agencies as the
Departnment of Conmerce and Conmunity Affairs concerning the coordination of the
Quad Cities programs with other tourismprograns in Illinois.

The Director of the Quad Cities Tourism Bureau responded, providing the
foll owi ng statenents:

* The Bureau has a grant fromthe Departnent of Conmerce and Conmunity
Affairs for their marketing, as well as support fromthe cities in the Quad
Cties area.

* The Bureau has | ooked closely at both the Rock Island and Ml ine
projects, and sees them as being uniquely different and conpl enentary.

* The Departnent of Conmerce and Community Affairs has pl edged
advertising noney for riverboats on the Mssissippi, and is working on an
econom ¢ i npact statement concerning the proposed riverboat ganbling projects in
the Quad Cities.

M. Johnson asked M. Heninger how nuch equity should be held by a licensee in
the formof invested capital. M. Heninger responded, stating that M. Juner
woul d nmeet what ever standard the Board adopts.

Chai rman Kunkl e spoke next, stating again for the record that the Board at this
time is not accepting prelinnary applications for |icenses and that the Board's
i medi ate concern is the receiving of comments concerning the |icensing
procedure. Chairman Kunkl e al so nmade the foll owi ng conments:

* There are inportant |egal issues which the Board nust address,
i ncluding the requirenent under the Act that a person or entity who owns a
license cannot own nore than 10% of another |icense, and questions which arise
when | ocal governments enter into various contracts and agreements with



i ndi vidual applicants or pass various regul ations which conflict with the
Board' s.

* The Board both understands and appreciates that the |egislative
i ntent behind the Act included the desire to proceed quickly and to provide
econom ¢ benefits for Illinois and its cities. However, the Act places a strong
obligation on the Board to do things right. The Board will see to it that the
entire process is clean and honest, and will not sacrifice that responsibility
in the interest of expediency.

The Board next called Frank Speener, who presented the witten comments of Fred
Kirkpatrick.

The Board next called Carl Otale, who discussed the prospect of riverboat
ganbl i ng based on the Mssissippi in the southern part of Illinois. M. Otale
provi ded the foll owi ng comrents:

* The 5 sout hernnbst counties are interested in operating riverboat
ganbling, including WIIlianmson and Jackson Counti es.

* That area is the only part of the Mssissippi R ver where interstate
hi ghways run al ong both sides of the river, fromCairo all the way to St. Louis.

* The southern counties are nuch warnmer in the winter than Rock
I sl and, and offer many state parks.

* Al t hough secondary roads will have to be devel oped, there is no
pl ace where you can access the Mssissippi River in a nore tinely and
fashi onabl e manner than in the 5 southernnpst counties.

* The City of Grand Tower in Jackson County is interested in docking
riverboat ganbling, but it cannot neet the popul ati on requirement of 2,000
peopl e contained in the Act.

* The 5 county area is in a television market which includes Cape
G rardeau, Paducah and Harrisburg. Local news is broadcast to 5 states, which
woul d be a tremendous asset in recruiting tourismdollars.

* The revenue fromriverboat ganbling would help Grand Tower's efforts
to get flood insurance, since it is having problens with federal flood
i nsurance.

M. Otale asked the Board whether a city could recruit a boat |icensed for
riverboat ganbling in another state to dock in the city, and if so, could it
charge an enbarki ng tax.

Chai rman Kunkl e and M. Johnson stated that there is no popul ati on requiremnment
in the Act for a riverboat docking outside a municipality, so long as the county
board has approved riverboat ganbling. Chairman Kunkle stated that the docking
of boats licensed in other states is not addressed on the face of the Act, but
the Act assumes riverboat ganbling which operates under Illinois |licenses.

The Board next called Mke Wade, Director of the Restaurant Managenent Program
at Moraine Valley Conmunity Coll ege. M. Wade presented witten information to
the Board concerning a proposed Resort and Casi no Managenent course of study at
Morai ne Vall ey Conmmunity College, and offered the foll owi ng comments:



* Educati onal requirenents in casi no managenent and gam ng in Nevada
and New Jersey are widely diverse. Las Vegas has no education requirenents
whi | e New Jersey has excessive educational requirenents. The Board shoul d
require sonething in the mddle.

* The Board should require college credit courses to certify enpl oyees
in riverboat gam ng. However, too many hours shoul d not be required because of
potential conflict with the Illinois State Community Coll ege Board. An

educational requirement as part of the certification process would benefit both
the students as future enployees and the riverboat gam ng industry.

* One benefit of a Comunity Coll ege System program over a traditiona
deal er's school programis that the costs and fees charged by deal er's school s
can be arbitrarily high, while the tuition charged by Comunity Col | eges are set
at a lowrate. Training costs would be | ower.

The next speaker called by the Board was Lawrence Suffredin, an attorney
representing Steamboat, Illinois, Inc. Wth M. Suffredin was Douglas M Kratz
Presi dent of Steanboat, Illinois, Inc.

M. Suffredin presented and discussed witten comments to the Board. M.
Suffredin offered the followi ng additional coments:

* There are three i ssues which the Board should consider at this tine:

1) the Act should be firmy established during the application
process, and shoul d not be undergoi ng change or revision by the CGenera
Assenbl y;

2) the audit period required under Section 15 of the Act should
be reconsidered, for nonthly audits nay be too frequent to be practical; and

3) it would be a mistake to rush the application process. In
lowa, it took 30 days to prepare and subnmit the application to the |owa board,
60 days at a mininumfor lowa to conplete the background investigation, and 30
days after conpletion of the investigation for the Iowa board o deci de whet her
to issue a license.

* It is inmportant for the Board to devel op reasonabl e but tough rules
and regul ations. Those from Nevada and New Jersey are fine nodels.

* It is essential for there to be a coordinated marketing pl an between
the licensees and the State.

* Wth respect to debt versus equity, a mninumanount of equity
requi red should be between 15% and 25% In addition, the people standing behi nd
the ot her 75% shoul d have to pass very tough financial scrutiny. No matter what
the nmethod is for financing the other 75% it should be clearly collateralized
i n other ways.

Upon questioning by the Board, M. Kratz offered the follow ng conrents:

* The econoni c devel opment strategy necessary to assure that a
licensee is successful requires that the applicant do feasibility studies. The
Board shoul d request feasibility studies fromthe applicants as part of the
application process.



* In lowa, the Iowa Board and the accountants agreed to a system based
on generally accepted accounting principles which included nonthly statenents by
the operator, quarterly review, or certified audit if necessary, by an
accounting firm and a certified annual audit.

M. Suffredin added:

* A certified audit is a very precise and difficult undertaking.
Doi ng themon a nonthly basis is not practical. |If generally accepted
accounting principles are followed, the accountability and integrity
contenpl ated under the Act can be acconplished under a | ess onerous tine schene.

* Prelimnary licensing or an expedited |licensing process is not a
good i dea. The Board shoul d establish permanent rul es before proceeding. The
Board's |icensing process should be a nodel for others to follow, and should not
rai se the specter of a potential |egal cloud on anyone's license.

Upon further questioning by the Board, M. Kratz offered the foll ow ng conents:

* The Coast Cuard should be consulted about the standards which shoul d
be established concerning riverboat safety. The Coast Guard will have to
certify the riverboats, and will ook at such things as weight distribution and
t he purposes for which the riverboats will be used.

The Board next called Richard Werner, representing Little Trunpe Enterprises.
M. Werner stated:

* A primary concern is that the Act requires riverboats to be out of
port when gaming is conducted. Because a river nmay be unnavigable due to
weat her or water |evel, the Board should consider allow ng gamng in port.

* The Act should contain no cap on | osses.
Upon questioning by the Board, M. Wrner further stated:

* To solve the probl ens caused by unnavi gabl e river conditions, ganing
shoul d be allowed on a riverboat while in port so long as the riverboat is a
floating vessel

* It is both expensive and unnecessarily restrictive on customers to
require that gam ng be conducted only while a riverboat is underway.

* A requirenment that a certain nmaxi mum percentage of gam ng operations
take place while a riverboat is underway and that beyond that gam ng woul d be
all owed while a riverboat is docked if the river is unnavigable is a good idea.

* Anot her issue to be considered is, since licensees nost likely will
operate, whether it would be possible to all ow one vessel to remain stationary
whil e the other vessel noves.

The Board next called John Hayes, who represented a group of investors fromthe
Put nam Marshal |l County area along the Illinois River. M. Hayes stated:

* H's group is looking at a fairly snall operation, nore oriented to
recreation than to ganbling. Specifically, they are interested in know ng
whet her the Board woul d consi der a dinner/bingo type of operation on a smaller



scale than the 600 - 1200 person operation currently contenpl ated under the Act,
focusing on senior citizens.

The Board next called Thomas K. Tryboski, representing M ssissippi Maverick

Inc. Alen WIlfe, an attorney with M. Tryboski's law firm appeared before the
Board. Wth M. Wlfe were Jack Keen, President of M ssissippi Maverick, Inc.
and Larry Hi Il man, an accountant with Ernst and Young. M. Wlfe presented to
the Board and di scussed witten coments. Upon questioning by the Board, M.

Wl fe offered further coments:

* The application pre-approval process discussed in his witten
comments could not issue until after July 1 because of the requirements of the
Act. However, its purpose is to be issued prior to the conpletion of ful

review of the application, which would take at | east 6 nonths, because the
period right after July 1 is a crucial period for devel oping the riverboat
ganbl i ng project.

* A licensee who receives a pre-approval letter of intent shortly
after July 1 and then proceeds with his project, but fails to neet a condition
prescri bed, under the Board's rules and regul ations, would not be entitled to

receive a full license. That risk should be borne by the |icensee, who is
proceeding in anticipation of ultimately receiving a full license.
* The licensing process will be aided by the Board's opportunity to

draw from the experience of Nevada and New Jersey.

* Those applicants who are raising capital fromthe outside nopst
likely will be issuing securities of one formor another. Therefore, there
likely will be a parallel between the securities |aws and the regul ati ons which
the Board will be pronul gating.

* There is no difference in potential problens if you issue 5 or 25
pre-approval letters of intent, for the Board' s decisions in both circunstances
are based on concerns based in the Act and in the Board's rul es and regul ati ons.
Whet her a decision by the Board is nade at the pre-approval stage or at the
final approval stage does not bear on whether that decision by the Board was
arbitrary and capri ci ous.

* In a situation where 25 applicants apply, 5 pre-approval letters of
intent are issued, one of the 5 prelimnarily approved |icensees is denied a
license, and the 6th applicant is given the opportunity to come back in, the 6th
applicant is basically re-applying or renewing its application. Wen the 6th
applicant did not receive a pre-application letter of intent, it would have had
its $50,000 application fee refunded because no background investigation
concerning it would have been conducted. Now it nust re-submt the $50,000 fee
and undergo the full licensing process. The 6th applicant, therefore, cannot
argue that it should have been granted a license the first tine and sue for | ost
profits.

* A $500 limt on losses is not desirable. It would be very difficult
to enforce, even with a cashl ess wagering system This type of system would
require either ganmbling exclusively by electronic card, for which the technol ogy
is still developing, or a situation where custonmers would have to stand in |ine
at the start of the excursion to cash in and at the end of the excursion to cash
out, which would negatively inpact the econonmcs of the operation and the
clientele's pleasure.



* In a cashl ess wagering system based on chips or tokens, if a lint
is inmposed on | osses custoners who reach their linmit will sinply buy chips from
ot her customers.

The next speaker called by the Board was Joe McQuaid of the Illinois State
Police. M. MQaid offered the foll ow ng conmrents:

* The Illinois State Police offers the Board its total and conplete
cooperation both in conducting background investigations and in providing
enforcenent responsibilities which the Board finds appropriate.

Upon questioning by the Board, M. MQaid offered these additional comrents:

* Background i nvestigations may be conducted either through a
decentral i zed approach, where there are officers assigned to specific
geogr aphi cal | ocations, or through a central specialized unit based in either
Springfield or Chicago.

* A centralized background investigation unit would give the Board
nore authority and control over the unit.

* Qut of state authorities, particularly in Nevada and Las Vegas, have
been very cooperative in the past. But to do a thorough investigation, the
Board should in sone circunstances send its own investigators out of state to
i nvestigate out of state persons.

* Authorities in both Nevada and New Jersey feel that enforcing a cap
on ganbling | osses would be an inprobably, if not inpossible, task. The
excessi ve ganbl er woul d not be affected by the cap, for he will find ways to
keep ganbling, either on the riverboat or through other means.

* Because of manpower shortages, expeditious handling of background
i nvestigations will be a problem
* It takes nore than 30 days to conduct a background investigation of

a person who wants to be a state trooper. Looking at the Nevada and New Jersey
application forms as nodels, it is clear that the Board' s background

i nvestigations will take much | onger
* The background i nvestigations should be done first, and done right,
before proceeding to the other |icensing processes. It is not clear how

tentative license approval would work if background investigations have not been
conpl et ed.

* Assumi ng that 3 troopers is the number of troopers needed to provide
| aw enforcenent services on a riverboat and that the ganbling excursions wll
operate throughout a 12 - 14 hours period each day 7 days a week, 2 shifts of 3
troopers will be needed for each riverboat each day, which for a 7 day a week
enforcenent programwill require 4 shifts of 3 troopers to be assigned to each
riverboat. That nmeans 120 troopers woul d be needed to provide | aw enforcenent
services on the first 10 riverboats.

The neeting was adjourned for lunch at 12:15 p.m; and was reconvened at 1:10
p. m

Chai rman Kunkle called on M. Steere to report on the progress whi ch had been
made concerning the preparation of application forms and regul ations. M.



Steere advised that a draft application formwas being prepared, and discussed
some of the issues which the application formwuld address. M. Steere further
advi sed the Board to thoroughly consider all the issues before determ ning

whet her to inplenent an expedited |icensing process.

Senat or Jacobs next addressed the Board, discussing the history behind the Act.
The Senator stated that, even though it is not provided in the text of the Act,
the intent behind the Act was to give a nunicipality the ability to make a

choi ce concerning an owner and pass that choice on to the Board. There was
concern that the nunicipality should have trenmendous input from an econonic
standpoi nt, which could very well reduce the nunber of applicants the Board
woul d have to consider.

Answering a question asked by a nenber of the general public, Chairnman Kunkle
stated that no date had been established for accepting supplier's license
applications.

M. Johnson noved that the Board retire to a neighboring roomto conduct a

cl osed session concerning personnel matters. M. Chanblin seconded the notion
and all nenbers voted in favor. Wereupon, the Board conducted a cl osed

sessi on.

Upon the Board's return from cl osed sessi on Chai rnman Kunkl e reported that the
Board had di scussed personnel natters.

The Board set its next neeting to begin at 9:30 a.m on Wednesday, April 25,
1990, at a location in Springfield, Illinois to be announced.

The neeting was adjourned at 2:15 p.m

Robert D. Steere
Tenporary Secretary and Counse
I1linois Gani ng Board



Exhibit A

I LLI NO S GAM NG BAORD MEETI NG - April 12, 1990

POTENTI AL ATTENDEES THAT W SH TO MAKE COMVETNS

1. Ral ph W Heni nger (representing J.
Attorney at Law
101 W Second Street, Suite 501
Davenport, lowa 52801

2. Frank Speener & Fred Kirkpatrick
5250 N. Knoxville
Apt. 201
Peoria, IL 61614

3. Carl Otale
Route 2, Box 209
Carterville, IL 62918

4. Di ck Bal dwi n
Hendri cks Real Estate Properties
Moline, IL

5. M ke Wade (re: Junior College System

Morai ne Vall ey Community Col |l ege
Palos Hills, IL 60465

6. Larry Suffredin
client, Steanboat, Illinois,

7. Ri chard Wer ner
2011 Ki ngsgate Pl aza
Spani sh Lake, M ssouri 63138

8. Joe Schadl er
Boardwal k on the M ssissipp
2501 River Drive
Mline, IL 61265

9. Thomas K. Trybosk

Robbi ns, Rubi nstein, Sal onobn & Greenbl att,

Attorney at Law

Suite 1000

25 East Washi ngton Street
Chi cago, Illinois 60602

Lt d.



